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Introduction 


Mr. Speaker, I rise today to present the 2004 Ontario Economic Outlook and Fiscal Review and second 
quarter financial results. We have been in office just over a year and the financial problems we inherited 
are well known. In May, we delivered our first Budget. It laid out a comprehensive four-year plan to: 


encourage economic growth; 
restore the province to financial health; 


invest in education; and 


improve health care. 


Six months later, Mr. Speaker, we remain on track. Today, Ontario’s economy is creating jobs and 
expanding. 


But this province can do better. And must do better. That means redoubling our resolve to get our financial 
house in order. It means making wise investments. It means facing challenges and choices that are 
difficult. It means confronting, head-on, a wide variety of risks. And it means remaining focused and 
disciplined. That, above all, is what Ontarians expect from their government. 


Economic Outlook 


Mr. Speaker, the Ontario economy is performing as projected in the May Budget. For that reason, our May 
forecast of 2.3 per cent real gross domestic product (GDP) growth in 2004 remains unchanged. This is a 
prudent forecast, slightly lower than the consensus among private-sector economic forecasters. 


Looking forward, we see average annual GDP growth in Ontario at 3.2 per cent between 2005 and 2007. 
Meanwhile, the current consensus for Canadian 2004 GDP growth has risen to 3.0 per cent, up from 2.6 
per cent in May. And, if you take Ontario’s number out, GDP for the rest of Canada is expected to grow 
3.3 per cent in 2004. 


In other words, while Ontario’s economy is growing, the economies of some other provinces are growing 
faster. There are a number of factors at play here, including high oil prices and a strong Canadian dollar. 
Our dollar reached a 12-year high in October, surpassing 82 cents US. That’s good for consumers who 


buy imported goods or travel south for a winter holiday. 
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But it’s tough on exporters. Fortunately, Ontario’s exporters are adapting. They are reducing the negative 
effect of a high dollar by boosting productivity. And they are using the stronger dollar to buy imported 
business machinery and equipment at lower prices. This makes them more competitive globally. As a 
result, we see Ontario real exports increasing this year by more than five per cent. That’s good news. 


There is also good news on the inflation front in Ontario. It is expected to remain below two per cent this 
year. Since our Budget, short-term interest rates have risen 50 basis points. But we are confident the Bank 
of Canada will take into account the potential impact of the Canadian dollar’s strength as it decides what 


to do next with interest rates. 


Mr. Speaker, the hallmark of a strong economy is job growth. So it’s encouraging that some 127,000 new 
full-time jobs have been created in the province so far this year. The province’s unemployment rate 
declined again in September, to 6.5 per cent. And private-sector forecasters are calling for strong job 
growth to continue right through the length of our four-year plan. They predict an average annual 
unemployment rate for Ontario of 6.2 per cent by 2007. And with more jobs, home buying in both the new 
and existing housing markets has been strong, with more than 275,000 homes expected to be sold this 


year. 


Mr. Speaker, the TD Financial Group recently released a report called “Ontario: The Land of 
Opportunity.” How apt! Ontario is now doing well. We have turned the corner. But the TD report said 
Ontario could be doing better—a lot better. We agree. And we are already making significant progress. 


Indeed, the Premier’s recent Progress Report highlighted the sort of investments that will help us do better. 
These investments are balanced and measured. 


They recognize that a well-educated and highly skilled workforce is essential to a strong economy. That 
is why we look forward to former premier Bob Rae’s Post-secondary Review, as we lay a solid foundation 
for a high-quality, accessible and sustainable higher education system. Meanwhile, we are expanding and 


strengthening our apprenticeship program with a proposed tax credit for employers to hire and train young 
people to be skilled workers. 


Attracting foreign investment is central to our plan. Witness the Ontario Automotive Investment Strategy, 
which the Premier used last week to help spur a $1 billion investment by Ford Motor Company in 
Oakville. This will ensure high-skill, high-paying jobs in Ontario. 
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Our goal, as you know, Mr. Speaker, is to build the most productive workforce in North America. And 
we’re doing it in a number of ways. The Ontario and federal governments will soon announce agreements 
on labour market services and immigration. These agreements will streamline our training and 


employment system. They will pave the way for skilled immigrant workers to get the jobs they are trained 
to do. 


Likewise, our plan recognizes the importance of infrastructure renewal. We’re overhauling Ontario’s 
electricity sector. Our economy must have a stable and reliable supply of electricity. We’re renewing 
infrastructure in cities and towns across the province with direct spending and with more than $2 billion 
in low-cost loans to 170 municipalities from the Ontario Strategic Infrastructure Financing Authority. 
We’re investing two cents per litre of the gas tax for municipal transit systems, starting with the first cent 
last month. 


With the federal government, we’re launching the new Canada-Ontario Municipal Rural Infrastructure 
Fund. It will support a wide variety of projects such as rural roads, bridges, and water and wastewater 
treatment systems. 


We are investing in Ontario’s agriculture sector, including financial help to Ontario’s cattle farmers 
suffering from the BSE fallout. Our Northern Ontario Prosperity Plan includes initiatives such as the 
Northern Ontario Grow Bonds pilot project and Go North Investor Program. We’re investing in Ontario 
roads and working with the federal government to improve border crossings to make the flow of trade 
easier. 


Mr. Speaker, I’d like to turn briefly to intergovernmental affairs, and Ontario’s contribution to keeping 
Canada strong. Each year, Ontario residents and businesses contribute $23 billion more to the federal 
government than we receive in federal programs and transfer payments. But seven consecutive federal 
surpluses tell us Ottawa is in a position to do more in areas that support economic growth in Ontario. 


The recent national health care agreement—in which our Premier played such a pivotal leadership 
role—represents an important step for both governments. But more is required. Accordingly, we are 
calling on the federal government to form a critical partnership with us to ensure Ontario remains the 


engine of economic growth in Canada. 
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Fiscal Update 


As I said, Mr. Speaker, we are determined to stay on track with our four-year plan to eliminate the deficit. 
That includes eliminating the structural deficit we inherited from the Conservatives. Between 2000-01 and 
2003-04, they allowed spending to rise 21 per cent while tax revenues actually declined 0.7 per cent. Such 
a chronic mismatch of revenues and expenses is simply not sustainable. The numbers now show we’re 


headed in the right direction, but we’re not there yet. 


The recent First Ministers’ health agreement will add revenue not forecast in the May Budget. This money 


will be used to improve health care in Ontario. 


The second quarter results reflect these new revenues. As at September 30, total revenues this year are 
projected to be $79 billion, a net increase of $700 million. Total expenses for 2004-05 are now projected 
to be $80.2 billion, a net increase of $610 million from the Budget. This increase is largely due to 
increased health spending —$824 million—equal to Ontario’s entitlement under the federal-provincial 
health agreement. The increase is partially offset by savings of $215 million on debt interest. Our current 
reserve of $1 billion remains unchanged. Any portion of the reserve not required at year-end will be used 
to reduce the deficit. 


My fiscal update would not be complete without a word about debt. Servicing our provincial debt costs 
us 13 cents of every dollar we receive. That’s more than $10 billion a year. 


Think about that number for a moment. That’s more than we provide for social services, more than we 
spend on justice, and almost as much as we spend on education. Debt charges crowd out funding for 
services and compromise our priorities. But before we can even begin to reduce the debt, we must 
eliminate the structural deficit. 


Risks Remain 


Mr. Speaker, our budgetary plan to eliminate the deficit has to be achieved within an environment of 
strong internal and external pressures. Factors such as rising oil prices and the potential slowdown of the 
U.S. economy are risks that are driven by market forces. 
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We do, however, have more control over other risks. Pressures in the health system have been pushing 
costs up seven per cent annually. Drug costs have been rising 15 per cent per year. There are also pressures 
for higher wages in the broader public sector. Each one per cent increase in broader public sector 
compensation costs more than $350 million per year. And that’s why we need to stick to our plan. My job 
as finance minister is to ensure prudent management by anticipating and managing these risks. 


Well-Managed Government 


Mr. Speaker, in this environment the need for constraint is clear. That means keeping program spending 
under control. 


Recently, the Premier asked me to lead an in-depth government modernization project. We are doing 
line-by-line reviews of every program and service. It’s that serious. It’s that thorough. Modernizing 
government is a critical component in improving Ontario’s finances. And improving our finances is a 
critical component in building a stronger economy. My first task was to assess my own Ministry services, 
and those of other business support areas. We have done that. 


Earlier this year, the Ontario and federal governments committed to working together to provide more 
innovative and collaborative public services to Ontarians. We have now extended collaboration to 
corporate tax administration. Ontario and the federal government will begin working together immediately 
to design a single federal tax collection system for both Ontario and federal corporate taxes. 


Working together, we aim to reduce red tape and improve service for our businesses, while protecting 
Ontario’s fiscal and economic interests and meeting our commitments to our employees. And we will 
continue to identify other opportunities for federal-provincial streamlining. We have identified potential 
savings in our IT costs and internal business transactions. We are working with hospitals and other broader 
public sector partners to identify and expand best practices in supply chain management. 


In the coming weeks, I will provide an update to this House on our progress. Inevitably we will have to 
stop doing some things in order to invest in the priorities that matter most. 
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Conclusion 


Mr. Speaker, this government has achieved a great deal in its first year. Already, Ontario’s economy is 


stronger. Already, the province’s finances are healthier. 


But our success thus far only serves to reinforce our resolve to stick to our plan: 


for better education; 
for improved health care; 


for a stronger economy; and 


for a more modern, more efficient government. 


Our goal is lofty—to be the North American leaders in the management and delivery of public services. 
And Mr. Speaker, we embrace this goal—not on our own behalf, but on behalf of the twelve and a half 
million of us for whom this grand stretch of land is home. 


Thank you, Mr. Speaker. 
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